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During the past ten years we have 
seen radical changes in our business as 
well as in the business of others. Some 
of these changes have been helpful but 
some have been a definite burden. Per- 
haps some of the latter could have been 
modified to make them more,acceptable 
or prevented entirely if, during their 
process of evolution, we had taken more 
concerted action. There is no reason to 
believe that we have reached a period 
of calm where our efforts may be utilized 
in securing new business rather than con- 
tinually revising our methods of opera- 
tion. On the contrary, such startling ex- 
posures as those brought forth from the 
business affairs of Mr.; Whitney and Mr. 
Coster merely serve to increase the hue 
and cry for more and more regulation of 
all business. 

Particularly within the last few years, 
there has been a great deal of discussion 
about appraisals made by mortgage bank- 
ers. It is evident from the statements 
made that there are individuals as well 
as certain groups who feel that this func- 
tion of our business should be taken out 
of our hands. Naturally, such a pro- 
cedure would be resisted by mortgage 
bankers for several reasons. First, be- 
cause they feel that the appraisal is part 
of their duty to the investor and their 
business experience qualifies them to per- 
form this duty. Second, the conscien- 
tious, able mortgage banker does not at- 
tempt to represent investors until his 
experience and training qualify him to 
handle all functions of the business, in- 
cluding appraisals. Third, outside ap- 
praisals would load an additional cost 
either on investors, borrowers, or our 
own organizations. Certainly in recent 
years all sources of funds have sought 
to reduce the cost of making mortgage 
loans. Consequently, adding another cost 
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MORTGAGE BANKERS 
COMPETENT APPRAISERS? 


Mr. Tyson opens up a sub- 
ject in this article sure to cause 
comment from those MBA 
members who have observed 
that there are some today who 
would like to take appraising 
from mortgage bankers. Just 
why do these people believe 
that mortgage men are not 
competent to make appraisals? 
Mr. Tyson analyzes the prob- 
lem simply and convincingly 
and tells you why these critics 
are wrong. MBA wants to 
know what you think of his 
suggestions at the end. 











would be entirely against the trend of 
the times. 

There are many fields of specialized 
effort related to real estate and the com- 
petent conscientious appraiser has a defi- 
nite place in one of them. But what 
reason is there to believe that the mort- 
gage banker is not competent to make 
appraisals of properties on which he is 
placing mortgages? It was stated recently 
by a prominent speaker that lending in- 
stitutions throughout the country ™.. . 
know that the mortgage man is not us- 
ually qualified as an appraiser.” Among 
the qualifications this speaker considers 
as essential are integrity, experience, and 
the availability of detailed pertinent data 
necessary to make an appraisal. As to 
the first item, “integrity,” the mortgage 
banker must have it in the highest degree 


because it is his duty to handle, with the 
greatest degree of safety, trust funds 
held for the benefit of widows and or- 
phans. No higher recommendation of 
his integrity could be asked than the 
fact that such confidence as this has been 
vested in him by the large institutions 
in this country. Considering the second 
item, “experience,” the mortgage banker 
has had to appraise every property on 
which he has made a loan and, in addi- 
tion, countless other properties which 
never went further than the application 
stage. An appraiser would seldom, if 
ever, be called upon to handle such a 
volume of work. The third item, “avail- 
ability of detailed pertinent data neces- 
sary to make an appraisal,” is also im- 
portant. The mortgage banker has 
available through his business an infinite 
store of data on trends, land values, con- 
struction costs, rents, occupancy, and all 
facts pertinent to a given area in his 
territory. This fund of information is 
built up and kept current in the ordi- 
nary orderly procedure of handling his 
mortgage business. Also, the appraiser 
is merely giving an expression of his 
opinion as to the value of a property. 
The mortgage banker’s appraisal must 
express his opinion of present value and 
also his belief that the property can earn 
enough in future years to pay interest 
on the mortgage and return the princi- 
pal. Careful consideration of these facts 
should prove the mortgage banker's 
qualifications as an appraiser. 

At this point let us examine the pre- 
amble of the constitution of the Mort- 
gage Bankers Association of America. 
Quoting the first portion, “In the belief 
that the formation of an Association of 
individuals and corporations dealing in 
mortgage loans ‘will in general promote 
their welfare and extend their influence 

(Continued on Page 2, Column 2) 
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Introducing ‘‘The Mortgage Banker”’ 


For the past two years the MBA has published twice a month the MBA News 
Review in which your headquarters office has sought to detail in a brief condensed 
form the principal news items trom the press of direct interest to our members. The 
many favorable expressions of opinion received during this period indicates that this 
service has filled a need and that a continuation of it is desired. 

However, your ofhcers believe that an expansion of this service is now in order. 
This first issue, then, of a new publication, The Mortgage Banker, is the result of 
uur desire to be of further service 

I should not want any MBA member to consider The Mortgage Banker as a 
magazine. It might very well, at some future date, provide the beginning for one; 
but at the moment it should be considered as an expanded MBA service, a vehicle 
for supplying our members with information which we believe they will appreciate 
receiving 

The Mortgage Banker is visualized by your ofhcers as a fortnightly forum, a 
common meeting place where, through the printed word, members may exchange 
their views on topics of interest to the entire membership. We shall continue to 
include in it condensed versions of important news developments which we feel most 
of our members do not have an opportunity to see in the publications which they 
regularly read. We shall also continue to record items of interest concerning local 
associations and important activities of individual members. And, in addition, we 
shall present in each issue some original article, sometimes more than one, prepared 
by an MBA member 

These articles will be concerned with some subject which you will be interested 
in, directly or indirectly. A schedule of subjects to be covered has already been 
prepared for the following several months. It is one which I believe will cover 
problems in our business which have never been adequately discussed before in any 
publication 

All this, however, means that the cooperation of the entire membership is 
needed. In fact, without it, this forum cannot fully materialize. 

Many of you have already been asked to prepare articles on subjects relating 
to your special experience in the mortgage field. In due time, I daresay, practically 
every MBA member will be asked to contribute to The Mortgage Banker. And 
when you are, I earnestly solicit your support in helping us publish a service which 
f maximum value to us all. Your officers are not seeking literary master- 
What we are most interested in is your ideas and experience in specific 


will be 
pieces 
matters 
In the meantime, what subject would you like to see discussed in The Mort- 
gage Banker? And who do you feel would be the best man to discuss it? Let us 
know and we will arrange to have it covered as soon as possible. In the interest of a 
greater MBA, one that will be of the most benefit to the entire membership, I ask 
your active cooperation in making this new organization effort successful. And 
this is just as important—-do not hesitate to criticize. Let us know exactly what 


you think 


TYSON’S ARTICLE 
ON APPRAISALS 


(Continued from Page 1) 


and specifically, accomplish this desirable 
object by (1) encouraging intelligent 
legislation affecting the business; (2) ac- 
quiring and disseminating correct infor- 
mation regarding the business . En- 
larging on the first of the two foregoing 
principles, it may be assumed that it is 
meant to express conversely that the 
association should discourage unintelli- 
gent legislation or outside influences ad- 
versely affecting the business. Such an 
influence is the desire of other groups to 
take over the appraisal of our mortgage 
loans. 

Enlarging on the second principle 
quoted from the preamble, the associa- 
tion should give 
to its members 
more practical 
and educational 
information 
about appraisal 
practice. This 
should accom- 
plish two pur- 
poses. First, 
build up our am- 
munition for the 
defense of our HOWELL N. 
position on ap- 
praising properties for mortgage loans. 
Second, be a great assistance to the 
young men in the offices of our members. 





Suggests Plan 


A plan for the development of such a 
program might include any one of the 
following: 

1. Set up a definite program of ar- 
ticles in the new association publication 
The Mortgage Banker, to be written by 
members of the Association or recog- 
nized appraisers; or establish a separate 
section of the publication to be devoted 
entirely to articles on and discussion of 
appraisal procedure and practice. 

2. The organization of an appraisal 
school as a separate brapch of the Asso 
ciation, — the course to be offered to 
members of the Association, their em- 
ployees, or persons wishing to become 
members of the Association. The extent 
to which this might be carried to be de- 
termined by the number of people inter- 
ested in the course and any requisitions 
set forth in possible future legislation 
affecting appraisal practice. 

3. Conducting an appraisal clinic to 
be held either two or more days before 
the annual convention of the Association 

(Continued on Page 6) 
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* REVIEW OF THE NEWS * 


Highlights from the Press of Particular Interest to Mortgage Bankers 








ANOTHER BOOST 
IN FHA SEEN 


On the heels of the announcement of 
the increase of a billion dollars in the 
insurable limit of FHA loans comes the 
word from the Washington gossip col- 
umnists that a further increase of from 
five to six billion dollars will be asked of 
Congress at the next session. It is said 
that opinion in Washington is such that 
the existing property mortgage insurance 
will be extended as will that for modern- 
ization loans. 

From the American Banker: 

“The Federal Housing Administration 
has warned banks and other lending in- 
stitutions not to make any more 25-year 
loans on a 90 per cent basis with the ex- 
pectation of having such loans insured 
by the FHA. However, 20-year loans 
will still be on the 90 per cent basis. The 
announcement corrects the popular con- 
ception that the 25-year loans may be 
made up to July 1, 1939. 

“The FHA bulletin refers particularly 
to property involving a principal obliga- 
tion not exceeding $5,400, or 90 per cent 
of the appraised value, the construction 
of which must have been completed by 
July 1, 1939, according to the act, and 
payment of the first premium made on 
the insured mortgage. 


More Legislation? 


“However, it is learned that legisla- 
tion is contemplated in the forthcoming 
session of the Congress which will seek 
to extend the loan limit. In the mean- 
time, the shorter period is not expected 
to affect materially building activity. The 
difference in monthly payments for the 
shorter loan amounts to only 75 cents a 
month per $1,000 loan, which is not be- 
lieved sufficient to affect the purchasers 
of homes. 

“It is believed here that an amend- 
ment to the FHA act will almost cer- 
tainly be adopted in the early days of the 
76th Congress. Administration leaders 
are believed desirous of expediting the in- 
surance program of the FHA, especially 
now that the President has increased the 
insurance limit to $3,000,000,000. 

“Applications for mortgage insurance 
on housing property are being received 
at the rate of more than $100,000,000 a 
month, the FHA points out. Observers 
explain that if the proposed amendment 


SEES FARM VALUE 
RISE NEXT YEAR 


There may be a swing upward in 
farm property values next year, Secre- 
tary of Agriculture Wallace said in his 
report to the President a few days ago. 
At the same time he warns against antic- 
ipation of such increases, observing that 
“farm earning power tends frequently to 
be overestimated, particularly when land 
values are rising.” 

It makes no difference whether the 
advance results from an actual increase 
in current farm earnings or from a gain 
in the net income to the farmer as a re- 
sult of low interest rates. Whatever the 
cause, farmers tend to capitalize the 
favorable prospects excessively, and to 
make them the base for an unwieldly 
superstructure of debt. 

Rising land values from the late 1890s 
to 1920 permitted individual farmers to 


is adopted the rate will advance consid- 
erably above the present figure. 

“For the fiscal year 1940, the FHA 
should be able to operate the mutual 
mortgage insurance system at little or no 
expense to the Federal Government and 
at the same time add substantially to the 
reserve fund to meet possible future 
losses, according to Administrator Mce- 
Donald.” 





CONTRIBUTORS 


Howell N. Tyson, Jr., is 
executive vice president and 
treasurer of Quinlan and 
Tyson, Inc., one of Chicago’s 
largest real estate management 
firms. Mr. Tyson is a candid 
camera fan and took many of 
the MBA News Review photo- 
graphs of the Chicago Con- 
vention. Minard T. Mac- 
Carthy’s article should be read 
in connection with our Man- 
agement Ideas Service No. 49 
which carried reproductions of 
several of the advertisements 
placed by the St. Louis group. 
D. Howard Doane’s article is 
the first of a regular monthly 
series in The Mortgage Banker. 











MAY INCREASE 
BANK 'NSURANCE 


Washington advices indicate that 
there is considerable sentiment in Con- 
gress for increasing the amount of bank 
deposits insurable by FDIC. The plan 
is to double the present $5,000 limit on 
deposits eligible for insurance. 

The FDIC has taken no official posi- 
tion in the matter although at the last 
session Chairman Steagall proposed in- 
creased insurance coverage. In fact 
many banks will oppose the increase 
since it will mean additional assess- 
ments. 


refinance accumulated debt without hav- 
ing to sell their farms. Lenders refunded 
current operating losses with new or 
larger mortgage loans. This prevented 
or postponed foreclosures and forced 
sales and kept down the supply of farms 
on the market. 

Commenting on the disastrous experi- 
ences during deflation and Federal aid to 
refinance farm mortgages, the Secretary 
warned that prospective land buyers 
should weigh the significance of recent 
events “and estimate carefully what the 
actual relation is between farm income 
prospects and current farm valuations. 
There may still be discrepancy in some 
areas between earning power and land 
prices.” 

New Federal Land Bank loans, now at 
4 per cent, are the lowest on record, ac- 
cording to the report, and are likely to 
continue for some time. The Secretary 
reports that the Federal Land Banks and 
the Land Bank Commissioner now hold 
about 40 per cent of the outstanding 
mortgage debt, “and low interest rates 
on this debt will be in effect for many 
years.” 

“Should the mortgage credit market 
tighten, and current interest rates ad- 
vance, farm purchases involving new 
mortgage credit will be to some extent 
discouraged. However, the present own- 
ers of farms, with mortgages written 
under the prevailing favorable credit 
conditions, will be able to obtain favor- 
able prices. 

“Higher interest rates tend to result in 
lower farm valuation; but this tendency 
will be somewhat counteracted by the 
disposition of farmers with land under 
mortgage at low rates of interest to cap- 
italize the rqsulting increased net income 
in the neues prices they demand.” 
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WHAT THIS COUNTRY NEEDS IS A $4,000 HOUSE 


By JOHN H. FAHEY 


I am aware that progress has been made in better planning, 
but it cannot be claimed that we have yet found the way to 
provide for $4,000 and less the kind of home the American 
family of moderate means is entitled to have. The market for 
such homes is enormous, and the sooner we begin to meet 
that demand, the better it will be for the business of the 
entire country 

These figures (and Mr. Fahey is alluding to the figures 
recently published by the National Resources Committee 
which showed that 70 per cent, or about two-thirds of 
American urban non-relief families, received annual incomes 
of less than $2,000) offer a partial key to the housing prob 
lem. It is generally calculated by rule of thumb that a family 
is justified in investing in a home not more than two and one 
half times its annual income 

On this basis, one-half of these urban families could not 
purchase houses costing more than $3,750. Only one family 
out of every three could afford a house costing more than 
$5 .000 

The National Housing Committee, a private research or 
ganization interested in the problems of low-cost housing, 
found that between 1930 and 1935, more than half of our 


residential building was concentrated in the construction of 
houses costing $5,000 and more. 

We were building mainly for one family out of three and 
we were excluding two-thirds of our potential consumers of 
houses from the market. 

It is this wage-earning group which constitutes a vast un- 
tapped portion of the housing market. These wage-earning 
families have shown that, given the opportunity to purchase 
homes within their means, they are actively interested in 
becoming home owners. 

The typical wage-earning family’s income ranges from 
$1,500 in a metropolis to $1,150 in the smailer cities. It is 
apparent that the middle families of these wage-earning 
groups, no matter how strongly they are inclined to own 
their homes, cannot purchase houses that cost more than 
$2,900 in the smail and middle-sized cities, or more than 
$3,750 in the metropolises. 

Until consumer incomes are raised, therefore, the only 
means of tapping the market which does exist for homes in 
this country today is to produce a satisfactory house at costs 
far lower than those prevailing at the present time. 





THE CASE AGAINST HOMESTEAD EXEMPTION 


By GRAHAM ALDIS 


The experience of the states where Homestead Exemption 
has been adopted shows one thing, that, like other pleasant 
indulgences, the first dose is never enough. Oklahoma a few 
years ago adopted a constitutional amendment under which 
i homestead exemption of $1,000 was established by legisla 
tion and now there is agitation to raise it to $5,000 

Minnesota ten years ago classified properties for taxation: 
mining properties at 50 per cent valuation; business property 
at 40 per cent; urban residences at 33'4 per cent; rural 
homesteads at 25 per cent. In 1933, and on the first $4,000 
of valuation, urban residences were reduced to 25 per cent 
and rural homesteads to 20 per cent. The third step now 
proposed is to eliminate the entire state tax levy on home 
steads, except as to bond service requirements. A student of 
taxation estimates that this proposal would increase the gen 
to 99 mills or 


77.71 


eral property tax in Minneapolis from 


about 27 per cent. Some probably know of the present severe 
burden on real estate in Minneapolis and its consequences. 

In Nebraska, a homestead exemption of $5,000 was pro 
posed. The taxpayers’ association has done such remarkably 
effective work in that state and made a careful study of the 
effect which this proposal would have. They found that in 
Grand Island, the third largest, and Fremont, the fourth 
largest cities of the state, practically every home, except a 
dozen or so, would become exempt. 

Realtors have borne down and are beginning to register the 
argument that real estate pays more than its share of taxes 
and should be protected. This argument is incontrovertible 
when it is applied to an equal tax rate limitation for all real 
estate. When it is coupled with a proposition that certain 
real estate should receive the bulk of the advantage or all the 
advantage, this argument defeats itself, becomes untenable 
from the start. 





THE CITY OF TOMORROW AS ONE MAN SEES IT 


By LEWIS MUMFORD 


Steadily, over the next century, the old type of congested 
metropolis must be transformed into a cluster of integrated 
regional communities. Not merely must the overcentralized 
city of the past give way to a decentralized pattern of semi- 
autonomous smaller cities, the metropolis must restore green 
belts and parks to areas that cannot forever be left as clut 
tered human refuse heaps The rehabilitation of our citics, 
neighborhood by neighborhood, is the first step toward perm- 
anent urban solvency. (Mumford bases his position on the 
two prime theses that the population of the country is fast 
approaching stability and that the structure of existing cities 
is obsolete ) 

The aim of future urbanization is not to metropolitanize 


the rural parts of the country, but to ruralize the metropolis 
The present situation, now that population figures make it 
folly to look forward to any automatic demand, is a grim 
one: At the center, empty skyscrapers, tax delinquent areas, 
blighted irredeemable patches of empty offices, rundown lodg- 
ing houses and vacant shops; while at the outskirts, new sub- 
urban quarters are being laid out in order to escape tem- 
porarily the burden of taxes in the old centers, while the 
suburb takes advantage of their markets, their hopistals, their 
institutions of learning and culture. 

The era of expansion is over. If our overgrown cities are 
to survive, they must reorganize the entire scheme of their 
development. 
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IDLE LAND SHOULD BE TAXED MORE THAN USED LAND 


By J. RUPERT MASON 


Henry Ford recently stated that we must tax idle land 
more than land in use. Yet, today our State tax laws are 
such that little inducement is offered the industrious who 
venture to build on or otherwise improve their land. Every 
improvement is heavily taxed, while if the land is allowed to 
stay idle, all taxes paid the State and local governments on 
it, are deductible from Federal income tax returns. This 
means, in the case of a person with large taxable income, 
that the Federal Government is contributing 70 per cent of 
the State and local taxes paid by the owner. 

Meanwhile, the States finding it possible to get money 
from the Federal Treasury have been passing tax-sale mora- 
torium laws, giving aid and comfort to the tax-evading and 
tax-avoiding land speculator at the same time the people 
thought the moratorium was for the benefit of the small farm 
and home owner. Millions of small farm and home owners 
have lost their places for non-payment of mortgages, and the 


Municipal Bankruptcy Act, which is now approved by the 
Supreme Court, paves the way for Congress to amend the 
present act in any way and to any extent that the “necessity” 
may grow in the future opinion of the Congress. 

The only certain way to reverse this trend, in my opinion, 
is for the Federal Government to stop borrowing more money 
to give to the States, or, at the very least, to require the 
States to repay money borrowed in money, or at the option 
of the States, in tax-forfeited land, and to insist that no fur- 
ther tax-sale moratoriums be permitted in any State. We 
have outlawed gold hoarding, but invited the hoarding of 
capital in land. Until our land, which is,the source of all our 
wealth, is gotten back into active circulation, and it is thought 
more inviting to invest capital in prochetive enterprise than 
leave it in idle land, it is neither going to be possible to really 
remedy the unemployment problem or effectively prime the 
pump. 





53,000 FAMILY UNITS A MONTH IS USHA’s GOAL 


From Building Reporter 


Also preparing to boost building operations, the USHA is 
setting its construction pace at 5,000 family units a month 
for this year. That is, it expects that this many units will 
be placed under construction each month not only through 
1939 but well into the following year. Administrator Straus 
has fixed his eyes on this rather ambitious goal fully cognizant 
of the fact that he will have to keep his foot on the accelera 
tor. The only concession he makes, however, is that if some 
months fall short, the schedule will be maintained over three 
month periods. So far, contracts have been signed with 59 
local housing authorities involving loans totaling $264,054, 
000. This construction will provide 52,951 family units to 
rehouse more than 211,000 persons. 

Rentals for projects under the USHA program will range 
from $7 per dwelling unit per month in some of the Southern 
communities to a high of $20 in one or two Northern devel 


opments. In order to get the rents down to this extent, only 
about 39 per cent of the cost that would have to be met each 
year by equivalent commercial! projects will be paid by the 
tenants. In other words, the Federal government will con- 
tribute each year 40 per cent of the amount that would have 
to be collected to make the projects self-sustaining and the 
local governments will contribute 21 per cent of this cost in 
the form of tax exemption. If full taxes were paid, it is esti- 
mated that the rent on the average project would be increased 
$3.50 per room per month. In view of the fact that the pro- 
gram is intended to reach persons in the lowest income 
groups, Administrator Straus proposes to limit tenant eligi- 
bility to families with incomes below $1,100 per year. Excep- 
tions may be made in the case of families with a large num- 
ber of children. 





AN F. W. DODGE OFFICIAL LOOKS INTO 1939 


By F. BRUCE FORWARD 


Home building for the owners’ occupancy in 1939 will be 
more active throughout the 37 States east of the Rockies 
than it has been at any time since the depression. In 1933 
and 1934, the contracts for this work amounted to less than 
$125 million. There have been yearly advances since then 
and we expect a 1938 year-end figure of more than $360 
million. That will be overshadowed next year by contracts 


estimated to reach the $415 million-dollar mark. 

(The Dodge corporation anticipates a 1939 rise of 32 per 
cent in a grouping of all types of residential building, includ- 
ing one and two-family houses, apartments and hotels. The 
final contract figure for this year, expected to reach $985,- 
000,000, will be exceeded in 1939 when contract estimates 
move upward to $1,300,000,000.) 





PASSING JUDGMENT ON THE NEW DEAL’S HOME FINANCING 


As for financing of home building, New Deal efforts have 
hardly approached a beginning. And this failure is due to a 
refusal to face courageously the real difficulty. It has NOT 
been a lack of available credit that has held back the con- 
struction industry. It has been the impossibly HIGH COST 
of both materials and labor. Exactly no progress has been 
made toward solution. There will be no worth-while revival 
in the building industry until the real problem is faced. 


Slum clearance, under the New Deal, has been a travesty, 
so far as helping those most in need of healthy living quar- 
ters is concerned. And it has failed for the same reason as 
that assigned to failure of the home-building program—high 
costs of construction. Such projects in slum ‘clearance as 
have been completed charge a rental that is prohibitive to 
the very class they were designed to help.—From the Chicago 
Daily News. 
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x ASSOCIATION ACTIVITIES * 


News of What’s Happening Among MBA Members and Our Local Associations 








ARCHITECTURAL FORUM REVIEWS IRVIN 
JACOBS” PAPER ON MORTGAGE COSTS 


In our biographical series of officers 
ind governors of MBA the name of Irvin 
Jacobs of Chicago looms particularly im 
portant i long period of 
years he has performed special 
for the Association that can scarcely be 
ippreciated by the average member. A 
of the board of 
1933, he has also served 
the finance committee for the past four 
ind was national convention chair 


because for 
services 


governors since 
is chairman of 


member 


years, 
man for the 1934 Chicag 
Mr. Jac 


Nusiness 


convention 


bs has been in the mortgage 


ntinuously for the past 27 
established his own firm in 
fhces at 105 South LaSalle 
Academy of the 


and later Brown 


years ind 
1925 with 

He atte nded the 
Chicago 


( 


Street 
University of 
University 


As members know, his address at the 


1938 Chicago convention was a princi 
pal feature of the program. The research 
that preceded the preparation of the ad 


dress is thought to be the first such study 
made by any mortgage institution in re 
cent years, if at all. The mortgage busi 
highly localized as it necessarily is, 
of the great fields of banking and 
business that yield relatively few general 
statistics. Hence, a study such as made 
by Mr. Jacobs was sure to uncover some 
surprising facts 

Architectural Forum has a leading ar 
ticle devoted to Mr. Jacobs’ address in its 
December issue which will prove of great 


ness, 


is one 


interest even to those who heard it in 
Chicago and studied it more carefully 
in manuscript form. The Forum said 
‘Every mortgage lender would like to 
know more exactly how much it costs to 
make and service loans and how much 
of his employes’ time it takes. Nine out 
f ten of them are pretty much at sea. 
A tenth is Mortgage Banker Irvin 
Jacobs who told MBA conventioneers 


this fall just how much his company fet 
And well was he heeded, for 
the firm of Irvin Jacobs and Co., one of 
Chicago's largest, has a corporate finger 
phase of its mortga 


rets out 


m every ve opera 
tions.” 

Then followed discussions of the fea 
the study—first, the method of 
segregating loans into two general classi 
acquisition 


And 


tures of 
fications; second, a study of 
costs: and third the servicing costs 
in conclusion Forum said 

These findings make possible a sta 


tistical, and therefore significant, compar 
ison of conventional and monthly pay 
ment mortgages. Thus, although the 
monthly payment mortgage costs less to 
acquire, the yearly cost of servicing it 
and its longer life make it more expen- 
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Irvin Jacobs 


sive to the lending institution; to Irvin 
Jacobs and Co. the average total cost of 
a conventional loan is $438; of the 
monthly payment loan, $1,031. Log 
ically, that total cost is progressively 
reduced as the time it remains outstand- 
ing is shortened. When a monthly pay- 
ment mortgage is refinanced after 50 per 
cent of the principal has been repaid, 
the cost to the company drops to $663. 
“While the annual cost of servicing 
remains constant during the life of a 
monthly payment loan, income derived 
from that loan declines as the principal 
amount is repaid. Therefore, a method 
of reserving a part of that income for 
future imperative. To do it, 
Jacobs determines the average monthly 
income during the life of a loan and puts 
any part of actual income in excess of 
that average into a reserve fund. That 
reserve will carry the loan when income 


needs 1S 


NEW LOCAL BEGUN 
IN PHILADELPHIA 


Announcement is made of the organ- 
ization of Mortgage Bankers Association's 
newest local group, the Mortgage Bank- 
ers Association of Philadelphia. The or 
ganization meeting was held last month 
and the following ofhcers elected: 
O. Herbert Frey, President 

Vice President, Pennsylvania 

pany for Insurances on Lives 

Granting Annuities 
W. A. Clarke, Vice President 

W. A. Clarke Mortgage Co 
John J. Harrington, Treasurer 

Beneficial Saving Fund Society 
John A. Thomas, Secretary 

Thomas & Groshon 


Com- 
and 


The Board of Governors elected were 
as follows: 
Elmer S. Carll, Vice President 
Frankford Trust Co. 
William A. Clarke 
O. Herbert Frey 


(Continued on Page Column 1) 


has dropped below the monthly average. 

“While the actual figures produced 
by Analyst Jacobs hold little significance 
for Mortgage Banking in general (they 
will vary from company to company ac’ 
cording to operating policies), a compar- 
ative analysis of them is valuable to the 
business, giving a factual basis for esti- 
mating brokerage charges. It also points 
to the increased time and money in- 
volved in writing FHA-insured mort- 
gages and the need for establishing a 
servicing reserve. Furthermore, if other 
mortgage bankers wisely undertake a 
similar study, the Jacobs original will 
serve as an interesting check on company 
efficiency.” 


TYSON’S ARTICLE 

ON APPRAISALS 

(Continued from Page 2) 

Wr as a separate part of*and during the 
convention, or as a midseason activity. 
Such a clinic to lay particular stress on 
the opportunities for the instruction of 
young men. 

The problems set forth in this brief 
article have been discussed to some ex- 
tent by various members of the Mort- 
gage Bankers Association of America 
and the officers would like very much to 
receive an expression of your opinions, 
as well as any further ideas which you 
may have. 
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MAKING ADVERTISING 


Cooperative advertising by the St. 
Louis Mortgage Bankers Association was 
given an experimental start in the spring 
of 1938. Results from such advertising 
are difficult to determine, but our asso- 
ciation believes enough in its possible re- 
sults to increase the 1939 advertising 
program considerably over our relatively 
small experimental program of this past 
year. 

This plan of cooperative advertising 
was designed primarily to urge the pub- 
lic to do business with a member of the 
Mortgage Bankers Association, pointing 
out that members of the association are 
pledged to render honest, conscientious, 
and qualified mortgage service. 

It was then necessary to develop a 
manner in which the public could iden- 
tify members of the association and this 
was done in three ways. First, large ad- 
vertisements were run in the newspapers 
carrying the names of all members; sec 
ond, a small, square emblem cut was 
designed carrying the letters MBA of St. 
Louis. This emblem was used in all asso- 
ciation newspaper advertising with copy 
urging the public to look for this em- 
blem. Individual members then used the 
same cut in their newspaper loan adver- 
tisements; third, another emblem was de- 
signed, made up in decalcomania stickers. 
One of these attractive, colorful emblems 
was presented to each member for use on 
his office window, door, or on a special 
glass hung in his office. 

The entire cost of this initial 1938 
program was paid from association funds. 
However, to carry out our more exten- 
sive program in 1939 it is planned to de- 
velop a special advertising fund from the 
membership. It is generally acknowl- 


Written especially for Tue 


By MINARD T. MacCARTHY 





CO-OPERATIVE 
ADVERTISING 


Mr. MacCarthy is president 
of the Mortgage Bankers Asso- 
ciation of St. Louis, one of the 
most progressive of our 24 
local associations. (You will 
recall the article the MBA 
News Review carried last year 
about it.) The St. Louis chap- 
ter has had a successful experi- 
ence in advertising co-opera- 
tively and Mr. MacCarthy tells 
you about it in this article. All 
of which brings up the matter 
of advertising for mortgage 
bankers individually. What has 
been your experience? What- 
ever it is we would like to pub- 
lish it in The Mortgage Banker. 
Write us about it. 











edged that most advertising, to be effec- 
tive, must be consistent. During 1939 
we plan to run an association advertise- 
ment consistently each Sunday in one of 
the newspapers placing this advertise- 
ment at the top of the mortgage loan 
advertising page. 

The advertisements will point out the 
advantage of dealing with an MBA 
member and will urge the reader to look 
for the MBA emblem when planning to 
make a mortgage loan. We are firmly 
convinced that such advertising will di- 
rect new business to our members. With 
Mor react 


Banker. Reproduction forbidden 





WORK FOR A LOCAL GROUP 


the many new developments in the mort- 
gage field, the maze of publicity about 
new mortgage plans, rates, etc., the aver- 
age man is completely bewildered when 
the time arrives for him to seek a mort- 
gage loan. By our association's advertis- 
ing he learns that by consulting a Mort- 
gage Bankers Association member he will 
be honestly and intelligently informed of 
the different mortgage plans and rates 
available and will be advised of the plan 
best suited to his needs. 

We also believe that this cooperative 
advertising is a great benefit to the asso- 
ciation as an association. Knowledge of 
the public that the leading mortgage 
firms of St. Louis are cooperating in an 
active and aggressive group adds great 
weight to our voice in matters of legisla- 
tive and civic interest. 

Although not resulting directly from 
our advertising program, it may be inter- 
esting to note that our association has 
been able to persuade its members (and 
most non-members also) to refrain from 
quoting interest or commission rates in 
either their newspaper or direct mail ad- 
vertising. The mere fact that we are ad- 
vertising cooperatively as an association 
influences the members to extend this 
cooperation when it is pointed out to 
them that the advertising of low interest 
rates and commissions henefits no one, 
including themselves, inasmuch as prac- 
tically all companies are able to offer the 
same low rates and will do so in their 
ads in self-defense, if necessary. 

If only this one thing has been a result 
of our cooperative advertising, our ef- 
forts and money have reaped ample re- 
turn. The writer, however, believes that 
our results, however intangible, will 
many times warrant our monetary in- 
vestment. 


xcept by permission 


W. A. CLARKE ELECTED VICE PRESIDENT PHILADELPHIA MBA 


John J. Harrington 


Roy Hotchkiss 
Vice President, 
Bank 

Frank H. Jackson 
Manager, Mortgage Loan Division for 
Philadelphia and Camden of Travelers 
Insurance Co. 


Northeast National 


William Johnson 
Vice President, Land Title Bank & 
Trust Co. 


Philip W. Kniskern 
President, First Mortgage Corporation 
Frank Mancill 
President, Philadelphia and Suburban 
Mortgage Co. 
Frank J. Smith 
Asst. Real Estate Officer, Provident 
Trust Co. 
John A. Thomas 
Herman W. Watkins 
President, Peoples Bond & Mortgage 
Co. 


E. R. Werner 
Vice President, Western Saving Fund 
Society 
William M. West 
President, Colonial Title Co. 
Nat Wolfsohn 
President, Wolfsohn Mortgage Co. 
This is the 24th local association to be 
organized. The best known MBA mem- 
ber of the new group is, of course, W. 
A. Clarke, member of our board of gov- 
ernors. 
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RIGHT PAYMENT DATES MAKE FOR STABLE FARM LOANS 


principal payment 


ire correctly set, it 


If interest and 
dates of farm loans 
has much to do with the stability of the 
loan. The objective, of course, should be 
to select those dates that coincide with 
the the borrower receives his great 
est 


time 
net income 
In the past there has been entirely too 
great a tendency to fix dates of interest 
and principal payments to meet the con 
venience of the lender. Bookkeeping 
considerations and the effect on reports 
and statements have been given too much 
attention. Customary interest dates, such 
as March 1, have developed until even 
farmers often ask for these established 
dates when they would be much better 
served by others 

In the accompanying graphs, some in 
dication is obtained of variations in the 
amount of farm receipts from month to 


month 
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By D. HOWARD DOANE 


The Iowa graph shows a definite peak 
for crop income from July to September 
There is nothing in this trend line to 
recommend any other period as a pre 
ferred loan payment date for grain farm 
ers of Iowa who have the average ex 
perience of the state. The July to Sep 
tember increase in income is probably 
the result of marketing wheat 
ind oats. Such corn as is sold as grain 
is sold over a more extended period 

Note how distinctly different from the 
crop income line is the line showing the 
peak income periods for livestock and 
livestock products. The livestock farmer 
should not have his loan payments ma 
turing at the time best suited to grain 
farmers. Considering the state as a 
whole, the October to December period 
ranks distinctly highest. It would appear 
that for the average Iowa farmer mar 
keting his crops through livestock, March 


largely 
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RECEIPTS FROM THE SALE OF PRINCIPAL FARM 


PRODUCTS, BY MONTHS. 
THREE YEARS 1934 to 1936(GOVERNMENT PAY- 


MENTS EXCLUDED) 


e Banxer by D. H 


AVERAGE FOR THE 
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ward Doane, Doane 
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first would be the worst selection for a 
loan payment date 

The Texas graph is even more strik- 
ing. August to December are the months 
during which most of the cotton and 
wheat moves to market. Loans on farms 
with these crops as the chief source of 
income should have the payments falling 
due during the last half of the year. 

For the state as a whole, the livestock 
income line is surprisingly uniform. If 
data were available to show the income 
by various livestock areas there would be 
revealed definite peak income dates that 
are the best guides to loan payment dates 
for the various areas. 

In fixing payment dates, both the type- 
of-farming area and principal enterprises 
adapted to the farm should be carefully 
considered. 

1. The type of farming of the area 
and of the county in which the farm is 
located influences the system of farming 
for the specific farm which is being of 
fered as security for the loan. Even 
though the farm at the time may not be 
operated the same as others of the area, 
the chances are that if changes are made 
they will be toward the most prevalent 
farming systems. Often the major source 
of income may not be similar to that for 
the majority of the farms but parts of 
the revenue may be from farm enter- 
prises most common in the community. 

2. The farm and its adaptation should 
usually carry most weight. If it is op- 
erated as a dairy farm or is best adapted 
to that type of operation, the selection of 
loan payment dates will be quite differ- 
ent than if the farm is primarily adapted 
to the growing of wheat, cotton, or any 
other cash crop. 

The periods of major costs should be 
studied along with volume of income. 
This is an item especially on dairy and 
truck farms where the income may be 
reasonably uniform but there are peak 
periods of expense. 

The number of payments per year, 
i.e., annual, semi-annual, quarterly, or 
monthly, should depend upon the time 
and regularity of net income. Wheat 
and cotton farmers normally receive their 
income at one time of the year. For 
such farmers, other than an annual pay 
ment plan may work a distinct hardship. 
Dairy farmers normally have a rather 
steady income, and small installments 
are better than one large payment. 

Every lending organization should set 
up carefully worked out loan plans for 
the various types of farms in the loan 
area being served. These should be used 
as guides in setting payment dates. 








